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TO THE SHAREHOLDERS: 


On behalf of the officers and directors of United Hearne Resources Ltd. (N.P.L.) it is my 
privilege to report to you on the developments of the various company properties and the 
progress made on them along with accompanying audited financial statements. 

As you well know from company reports, the areas of interest are diversified geologically, 
politically and economically; although flexible in the various objectives of developing new 
mines, the main interest at this time is in gold and silver. There can be little doubt that the 
rise in bullion prices reflects investors’ fears that the world economy is not only in poor 
shape but that the policies of the major countries will prove more inflationary. 

The company was very active during 1976 and spent $247,632 in mining and develop- 
ment work in Canada and Costa Rica. 


COSTA RICA 


The Costa Rican Gold property called the Santa Clara Project in which United Hearne has 
an option to earn a 70% interest from Canadian Barranca, which retains a 30% interest, 
has had approximately $250,000.00 spent on exploration and development. This included 
soil sampling which outlined two anomalous gold areas, one where previous exploration 
had indicated a possible gold ore deposit and one adjoining directly east for a distance 

of 1,000 ft. and 200 ft. wide of similar intensity; two other smaller anomalous areas were 
indicated on the Santa Clara and will be tested later 

Test pitting continued with an additional 26 pits completed for an overall total of 46 pits 
to a depth of 40 ft. Although the results were erratic, the pattern of the better values helped 
to verify the anomalous areas of the soil sampling. Only a limited amount of trenching was 
done during the year as the major amount had been completed the previous year. 

The drilling program was completed for a total footage of 5,260 ft. This included 10 
diamond drill holes and 12 churn drill holes from 214 ft. to 250 ft. One of the churn drills 
ended up at 225 ft. level for the first time in hard rock in about 8 metres (about 24 ft.), 
which section of core turned out better grade than we have seen so far; .202 oz. gold is 
about double our total average grade encountered to date in the 200 ft. - 250 ft. of highly 
fractured volcanics in which we have been proving up thus far. This find may open up a 
completely different field of development in the future. As the soft oxidized volcanic rock 
did not lend itself to this type of drilling, a new large Becker type drill with reverse 
circulation is now in use and is completing the remainder of the program. Progess from 
this drill has been excellent. 

Underground rehabilitation and tunnelling has been continued 100 ft. below the surface 
on one part of the property. This phase of the work is to try and correlate results and 
determiric in some detail the width of the zone where some 2,500,000 tons of gold, silver 
ore of approximately 0.10% is indicated. During the year 150 ft. of tunnel was reclaimed 
and approximately 240 ft. of tunnelling was completed. 

Metallurgical research work by Britton Laboratories in Vancouver is being supervised 
by Teck Mining Group Limited and by Bechtel Engineering. 

From metallurgical tests and studies to date, it has been determined that there will be 
~ no unusual problems in the milling process, and possibly further test results will show that 
a modified cyanide leach process can be used resulting in a lower capital and operating 
cost than the conventional cyanide milling process. 


LONDON RIDGE PROJECT, BRITISH COLUMBIA 


During the year 202.71 tons of ore grading 30.70 oz. of silver and 73% silica was shipped 
to the Trail Smelter for a net income of $13,657. Also a geological survey was completed 
and a recommendation was made for further drilling on the Silver Glance portion of the 
property. Management believes that there is excellent large tonnage potential for this area 
if it can be developed as a single open pit operation. 

This summer, United Hearne will drill the Silver Glance London Ridge silver property 
to try to prove the existence of a large tonnage, lower-grade silver mine instead of just a 
series of high-grade vein systems from which the company has been shipping limited 
quantities of high-grade ore to Cominco’s nearby smelter at Trail, British Columbia. All 
claims have been kept in good standing. 
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BARNSLEY CLAIMS 


On Barnsley Claims in the Highland Valley a geological survey was completed on these 
mineral claims using the U.L.F. - E.M. geophysical equipment. The results defined a strong 
northeasterly trenching linear conductor with several subsidiary conductors. A geochemical 
survey has been completed and a percussion drill program of 10 holes to a depth of 


300 ft. has been recommended. It is hoped these holes can be drilled during this summer 
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HARMAN SYNDICATE 


Assessment work was done on all properties, and all claims are in good standing. Efforts 
are being made to obtain partners to help develop the properties. The 7% interest has 
been maintained. 

Generally at present a good relationship exists between government, labour and Hearne 
de Costa Rica, and work is progressing well. 

Assaying is now done in San José, and Lubina, Costa Rica, so as to expedite the assay 
returns. To check samples and assay results a portion from one out of twenty of the samples 
assayed is being sent to Vancouver to be checked in the assay laboratories here. 

Work at the Santa Clara is being ably and well managed in Costa Rica by Mr. Don 
Graves, P.Eng. We wish to commend and thank the staff on all properties and offices 
for a job well done. 


On behalf of the Board, 


MA Yh haw 


Vancouver, B.C. R.W. Falkins, 
May 9, 1977 President. 


H.H. (Hec) Waller, Chief Engineer and President of United Alan Rubenoff (L) and Lant S. Abernathy 
Hearne de Costa Rica. This photo was taken from a vantage of New York office of United Hearne. 
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AUDITORS’ REPORT 
1© THE SHAREHOLDERS 


We have examined the consolidated balance sheet of United Hearne Resources Ltd. (N.P L.) 
as at December 31, 1976 and the consolidated statements of deficit, deferred costs and 
changes in financial position for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position 
of the company as at December 31, 1976 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 
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CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 31, 1976 


ASSETS 
GURRENT ASSES 


Cash and short-term deposits 
Accounts receivable 


INVESTMENT IN HARMAN SYNDICATE JOINT 
VENTURE (notes | and 2) 


MINERAL PROPERTIES AND RIGHTS (notes | and 3) 
DEFERRED COSTS (note 1) 

FIXED ASSETS (note 4) 

INCORPORATION GOsts 


LIABILITIES 


CURRENT EABILINES 


Bank loan 

Accounts payable and accrued liabilities 
Loan payable 

Current portion of long-term debt 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 5) 
GONTRIBUTED SURPLUS 
DEPIGIT 


SIGNED ON BEHALF OF THE BOARD 


2 LL : j , Director 


Director 


LO76 
$ 


169,807 
S610 


RS 


26,508 
261,000 
467,088 

pale? 
1,924 
_ 982,089 
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1,614,330 
850,000 
(1,551,348) 
Uiivee 
Seraosk, 


eons) 
$ 


2,145 
2,188 
4,333 


L9;508 
141,000 
219,456 

S182 
1 924 
389,403 


29,000 
BY aod 
5,000 
3,427 


92,019 


990,226 
850,000 
(1,543,502) 
296,124 
389,403 
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CONSOLIDATED STATEMENT OF DEFERRED COSTS 
FOR THE YEAR ENDED DECEMBER 31, 1976 


Balance 
December 31, 
1975 
$ 
EXPLORATION AND DEVELOPMENT 
Assaying and metallurgical 5,913 
Core drilling 19,436 
Employee lodging ZIStS 
Equipment rental and operating 30,347 
Field supplies and maintenance SRS a0) 
Geological and consulting 26,824 
General 585) 
Stripping and trenching 15,544 
Travel 18,926 
Trucking development ore 4,995 
Wages and salaries 15,423 
225,594 
Deduct: Ore sold — London Ridge 65,068 
Less: Smelting and treatment charges 10,400 
_ 54,668 
170,926 
ADMINISTRATION 
Commissions on sale of shares ~ 
Communications 2,565 
Consulting 15,042 
Corporation Capital Tax NS) 
Depreciation 636 
General expense 1,658 
Insurance 446 
Interest and bank charges 2,393 
Legal and audit 20123 
Management 6,788 
Shareholders’ reports 4,354 
Transfer agent, fees and licences 6,161 
Travel 5,980 
69,096 
Less: Interest earned 6.325 
C251 
PRS ENOSI 
@OstS WRITTEN OFF TO DEFICIT 14,241 


219,456 


DEFERRED COSTS ALLOCATED AS FOLLOWS: 


Barnsley property a 

Costa Rican exploration permits 107,457 

London Ridge property SSS 
219,456 


1976 
Cost 
$ 


6,524 
85,654 
ZG 
3,208 
4,798 
27,866 
Oa 


Gj209 
310 

ee raels: 
171,144 


23,430 
LTS 


IS yeiey 
157,487 


37,808 
8.131 
8,124 
2,747 
1,060 
1,021 
1,388 
1,603 

13,157 
3,701 
6,436 
5210 
8,572 

98,958 

967 
97,991 
255,478 
7,846 
247,632 


4,446 
239,003 
4 183 
247,632 


Balance 
December 31, 
1976 
$ 


12,437 
105,090 
Zool 
39/000 
24,318 
54,690 
(2312 
15,544 
Ore 
5,305 
Os Zea 
396,138 


88,498 
2O 7S 


O9,320 
328,413 


37,808 
10,696 
23) 166 
3,097 
1,696 
ANOVA) 
1,834 
Gysiele 
33,280 
10,489 
10,790 
Li ewal 
14,552 


168,054 
hede 


160,762 
489,175 

wen Vie 
467,088 


4 446 
346,460 
116,182 


467,088 
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CONSOLIDATED STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1976 


BALANCE — BEGINNING OF YEAR 


Amounts written off 
Deferred exploration 
and administration costs 
Option payments 
BALANCE — END OF YEAR 


LOZ6 
$ 


1,543,502 


7,846 


1,551,348 


1975 
$ 


1,524,261 


14,24] 
5,000 


1,543,502 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1976 


SOURCE OF WORKING CAPITAL 


Shares issued for cash 
Shares issued for mineral properties 


WS OF WORKING GAT ITA 


Long-term debt 

Mineral properties and rights 

Investment in Harman Syndicate Joint Venture 
Deferred costs 

Purchase of fixed assets 


INCREASE (DECREASE) INWORKINGICARTIAIE 


WORKING CAPITAL (DEPICIENCY) 
—BEGINNING OF YEAR 


WORKING CAPITAL (DEFICIENCY) 
— END OF YEAR 


REP oe NTE By: 


Current assets 
Current liabilities 


WORKING CAPTAL(DEPICIENGY) —ENDOF YEAR 


IMSWis 


504,104 
120,000 


624,104 


120,000 
7,000 
754,418 


381,418 
242,686 


(88,346) 


154,340 


VIS AVT 
ISO77 


154,340 


IS 


40,000 
15,000 


55,000 


500 
15,000 
6,010 
DEO OS7 
elisa 
NOEs) 
(144,729) 


30005 


(88,346) 


4,333 
92,019 


(88,346) 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1976 


f SIGNIFICANT ACCOUNTING POLICIES 


The following is a summary of the significant accounting policies followed by the company: 
Principles of consolidation 


The consolidated financial statements include the financial statements of the company and 
its wholly-owned subsidiary, Hearne de Costa Rica, S.A. For purposes of inclusion in the 
financial statements, the accounts of the wholly-owned subsidiary have been restated in 
Canadian dollars. Current assets and current liabilities have been translated at the rate of 
exchange at December 31, 1976 ($1 Cdn. = 8.5 Costa Rican colones). All other amounts 
have been translated at the approximate exchange rate prevailing at the date the trans- 
actions took place. 


Deferred costs 

Exploration, development and administration costs incurred while exploration and 
development are being carried out are deferred until the property or project to which 
they relate is placed in production or abandoned. The deferred costs will be amortized 
over the useful life of the orebody following commencement of production or written off 
if the property or project is abandoned. Administration costs incurred when exploration 
and development work is not being carried out are written off in the period they are 
incurred. 


Values 


The amounts shown for investment in Harman Syndicate Joint Venture, mineral properties, 
rights and deferred costs represent costs to date and do not necessarily reflect present 
or future values. 


2. INVESTMENT IN HARMAN SYNDICATE JOINT VENTURE 


The purpose of the syndicate is to explore for minerals within a certain area of the Yukon 
and Northwest Territories. 

Under the terms of the joint venture agreement the company has a 7% interest in the 
syndicate’s mineral properties and other net assets. As at December 31, 1976, the Harman 
Syndicate held 454 mineral claims at a cost of $26,508. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1976 


3. MINERAL PROPERTIES AND RIGHTS 


LOG IAS 
$ $ 
London Ridge property 183,500 138,500 
Costa Rican explorations permits 2,500 2,500 
Barnsley Property LO,000 — 
26 1,000 141,000 


(a) London Ridge Property 

This property is comprised of 13 Crown granted claims located in the Slocan Mining 
Division of British Columbia. The mineral claims were acquired from the president of the 
company and seven others (four of whom are directors) having minor interests therein, 
under an option agreement for the following consideration: 


> 
(i) Cash payment 20,000 
(ii) Assumption of vendors’ liability to the previous owner 13; 500 
(iii) Issuance of 500,000 shares of the company, 435,000 to directors, having an 
ascribed amount of 30¢ each (150,000 shares issued during the year) 150,000 


183,500 


(b) Costa Rican Exploration Permits 
(i) Miramar Area 


During 1974 the company acquired three Costa Rican exploration permits 
covering approximately 2,120 acres for $2,500 and 100,000 shares of the 
company. These shares will be issued upon receipt of approval from the 
appropriate regulatory bodies. Production from these permits will be subject 
to a royalty of 1% of net smelter returns. 
$2,500 


(ii) Santa Clara Area 


The company has also entered into an option agreement to acquire a 70% interest in a 
Costa Rican company which holds another exploration permit covering approximately 
625 acres. Under the terms of this agreement, the company spent $75,000 on exploration 
and development work prior to August 31, 1975. To keep the agreement in good standing 
the company must also spend $125,000 on exploration work during the nineteen months 
ended March 31, 1977 and $175,000 during the twelve months ended March 31, 1978. 
Having spent a total of $375,000 (U.S.) on exploration work by March 31, 1978, the 
company may make a production commitment and arrange all necessary financing to put 
the property into production. Under the agreement the company has spent a total of 
$310,934 as of December 31, 1976. 


Having fulfilled these requirements, the company will receive a 70% interest in the Costa 
Rican company which owns the exploration rights on the property and will be required to 
pay out of net profits, liabilities totalling $50,000 (U.S.). The property is subject to a royalty 
of 142 ¢ (U.S.) on each ton of material extracted from the property. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1976 
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3. MINERAL PROPERTIES AND RIGHTS (continued) 


(c) Barnsley Property 


In August 1976 the company acquired from the president of the company 3 
mineral claims consisting of 36 units in the Kamloops Mining Division of British 
Columbia. Consideration for these claims was the issue of 250,000 fully paid 
and non-assessable shares of the company having an ascribed value of $.30 
each. If the claims are dropped then these shares are to be gifted back to the 


company. 
75,000 
aE XE ASSETS 
Accumulated 
Cost depreciation Net 
S $ 
Automotive equipment Syenls 1,696 alae 
SoC eeHAL STOCK 
1976 1975 
D S 

Authorized — 

5,000,000 shares of $1 par value each 
Issued and fully paid — 

2,725,750 shares (1975 — 1,625,750 shares) Bis) TSO 625,750 
Discount on issue of shares 1,111,420 635,524 


1,614,330 990,226 


During the year, 700,000 shares were issued for a total cash consideration of $504,104 
and 400,000 shares, having an ascribed amount of 30¢ each, were issued for mineral 
properties (note 3). The total discount on the issue of these shares was $475,896. 

Under the terms of an agreement entered into by the company’s subsidiary to purchase 
certain exploration rights, the company is committed to issue 100,000 shares. 


6 LATUTORY INFORMATION 


During the year, the company did not pay any remuneration to its directors or senior 
officers. 


UNITED HEARNE RESOURCES LTD. (N.P.L.) 


(Incorporated under the Laws of the Province of British Columbia) 


Authorized Capital: 

5,000,000 shares of $1.00 par value each 
DIRECTORS 

R.W. Falkins, West Vancouver, B.C. 

J.L. Gibson, Langley, B.C. 

R.E. Hallbauer, West Vancouver, B.C. 
J.D. Leishman, West Vancouver, B.C. 
H.H. Waller, Richmond, B.C. 

OFFICERS 

R.W. Falkins, President 

J.D. Leishman, Vice-President 

J.D. Munroe, Secretary 

G.R. Shipley, 7reasurer 

AUDITORS 

Coopers & Lybrand, Vancouver, B.C. 
BANKERS 

Bank of Montreal, Vancouver, B.C. 
REGISTRAR AND TRANSFER AGENT 
Montreal Trust Company, Vancouver, B.C. 


HEAD OFFICE 
1199 West Hastings Street, Vancouver, B.C. V6E 2K5 


NEW YORK OFFICE 

United Hearne Resources of New York Limited 
61 Broadway, New York, New York, 10006 
ANNUAL GENERAL MEETING 


York Room, Hotel Georgia, 

801 West Georgia Street, Vancouver, B.C. 
Monday, June 6, 1977, 10:30 a.m. 

(Pacific Daylight Saving Time) 
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Donald Graves, P.Eng., Resident Alvaro Pinto L. (L), Lawyer for United Hearne de Costa Rica and 


Consulting Engineer for United Hearne Hec Waller on visit to Santa Clara property. 
de Costa Rica 
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Development pits on Santa Clara property. Hec Waller beside new large Becker-type 
drill with reverse circulation now in use on 


property. 
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One of ten diamond drill holes drilled in Autumn of 1976. Cuttings from new Becker-type drill, sacked 
Diamond drilling ceased with introduction of Becker-type drill and ready for assaying. 
this year. 


Becker-type drill with reverse circulation now in use on Santa Clara property in Costa Rica. 


